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ABSTRACT

Owing to the rapidly economic development in South-East Asian and Mainland
China, the survival conditions of traditional and low-tech industries in Taiwan have
been deteriorated. These industries firms have been forced to shrink or move outward.
Meanwhile the high-tech industries meet the challenge from the Asian country. The
best way toward this problem is to develop knowledge economy. R&D activities are
the short and direct way to develop knowledge-based economy that induces the
increase of productivity ad competitiveness. Therefore, how to promote firm to do
R&D and what the performance of R& D and patents become the important issues.

This study investigates the economic performance of R&D and patents in order
to understand the value of the technology innovation. Two factors form the supply
side of innovation Firms’ Patents and R& D activities and their spillovers are focused.
LnQ and Q linear model are specified to do empirical study. Both the random and
fixed effects models are applied to the 1996-2000 firms’ panel data.

The empirical results show that firms’ patents have positive association but less
significance with market value. This may be because Taiwan’s electronic firms more
likely apply patents to foreign country such as US, EC. While we only consider the
domestic patents, thus the effect of patents on market value is less significant. Firms’
R&D, rival’s R&D variables as predicted, they are positive with market value, while
rival’s patents decrease firm’s market value. The other controlled variables such as

cash flow, profit rate, and sales growth are al positively associated with market value.

Keywords : research and development, patents, Market value, Tobin’s Q ratio
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2. (Lagrange Multiplier Test vs. constant intercept model =23.62( 1 df, prob value =0.0000001)

(High values of LM favor FEM/REM over constant intercept model model.) )  Fixed vs. Random
Effects (Hausman)=14.78 ( 7 df, prob value =0.038942) (High (low) values of H favor FEM (REM).)
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2. (Lagrange Multiplier Test vs. constant intercept model =5.75( 1 df, prob value =0.0164) (High
values of LM favor FEM/REM over constant intercept model model.) )  Fixed vs. Random Effects
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(Hausman)=198.03 ( 7 df, prob value =0.000000) (High (low) values of H favor FEM (REM).)
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